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COMMERCE, DEPARTMENT OF
The interim survey of foreign direct investment in the United States - 1977
(Form BE-15) has been launched. The survey will update selected data last
collected in the 1974 benchmark survey of foreign direct investment. Data
to be collected includes information on balance sheets, income statements,
employment, and other items related to the operation of multinational com
panies affecting the U.S. economy. Reports are required from each U.S.
business enterprise, except banks, that was owned directed or indirectly
by a foreign person to the extent of 10 percent or more of the voting
securities of an incorporated business or an equivalent interest in an
unincorporated business, unless assets and sales are under $5 million.
The deadline for filing completed reports is 1/31/79. Forms can be
obtained from the Bureau of Economics Analysis BE-50 (IN), Washington,
D.C. 20230.
COMMODITY FUTURES TRADING COMMISSION
Changes in the rules and forms used in complying with the financial reporting
requirements of the Commission have been published (see the 12/7/78 Fed.
Reg., pp. 57284-305). These proposed amendments are designed to implement
revisions made earlier this year in the minimum financial reporting
regulations. The Commission is proposing to adopt a revised Form 1-FR
which would contain such provisions as statements of financial condition,
minimum capital requirements, income, and changes in financial position.
In addition, the Commission is proposing changes in its Freedom of Infor
mation Act rules governing the release of information contained in Form
1-FR as well as changes in Government in Sunshine rules on the disclosure
of such information at Commission meetings. Comments on the rules and
form changes are due by 1/8/79. For more information contact John L. Manley,
Chief Accountant, at 202/254-5218.
Proposed rules amending the definition of the term "proprietary account" have
been published in the 12/5/78 Fed. Reg., pp. 55904-06. The amendments
narrow the definition and thus increase the number of accounts which would
receive the benefits and protections given to customer accounts. Specific
changes in registration, segregation, recordkeeping, and minimum financial
reporting are included. Comments on these proposals are due by 1/10/79.
For more information contact Frank Moore at 202/632-5110.
COUNCIL ON WAGE AND PRICE STABILITY
A number of important actions took place this past week in connection with the
President’s Wage and Price program.
•

Clarification in the wage price guidelines will be issued next week.
It’s reported that they won't be significant but are likely to relax
the wage guidelines with respect to fringe benefits. Another area to
be clarified will be the appropriate use of the profit-margin test.
COWPS Chairman Alfred Kahn, speaking to an AEI forum this past week,
told the group that the administration is considering a revised
posture on the cost of maintaining existing levels of fringe benefits.

•

In response to Congressional criticism of the proposed real wage
insurance concept, the figure of $5 billion or .less is being used
by the administration in defense of the proposal. Ways and Means
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Committee Chairman A1 Ullman has declared that the anti-inflation
tax rebate job insurance proposal will be the first order of
business for the committee and that hearings will begin no later
that 1/22/79. Rep. Ullman stated that he hoped whatever the
committee decided to do on the subject could be completed by the
beginning of the Lincoln Day recess. Anyone wishing to appear
at this hearing should contact the committee at 202/225-3625 no
later than 12/27/78.
•

The administration has released a memo prepared by the Assistant
Attorney General, Office of Legal Counsel, which was prepared on
10/20/78 supporting the legality of applying wage and price standards
in government procurement contacts. The memo recites the basic
Presidential powers to establish procurement policies and the court
decisions which have supported broad interpretations to support the
objectives of the Federal government in its procurement of goods
and services.

•

The American Bankers Association has recently stated publicly that
while it supports the administration's efforts in the area of wage
and price restraints, it foresees serious problems for the banking
community in comply with the standards as they now exist. Also,
speaking on behalf of the construction industry, the Association
of General Contractors, the largest employer-representative group
in the field, has requested that the construction industry as a
whole be exempted from the President's program based on the '
cyclical nature of that industry.

FEDERAL COMMERCE COMMISSION
An inquiry into whether common carriers should be required to report lobbying
expenses has been begun by the Commission (see Report No. 14613, 12/5/78).
Information is being solicited from interested parties on such issues as
the proper definition of "lobby expenses", existing reporting requirements
of "lobbying expenses" at the Federal, state and local levels, whether
reporting requirements could be integrated with Commission rules, and
whether the costs of reporting "lobbying expenses" outweigh any improvement
in the specification of the revenue requirements of the common carriers.
Two commissions dissented from the action noting that existing Commission
and state accounting rules now require such expenses to be reported.
Comments on the inquiry are being sought until 2/15/78.
FEDERAL RESERVE BOARD
Discussion concerning additional consolidation of bank regulatory activities
are taking place within the administration. While the administration has
not reached a decision on its position of bank agency reform, it's apparent
that the subject is receiving serious consideration. In August, 1978,
joint hearings on the Senate banking and governmental affairs committees
were held on the subject of bank regulatory consolidation, and the recently
enacted banking legislation (PL 95-630) contains a provision creating a
consolidated bank examination council.
GENERAL SERVICES ADMINISTRATION
Funds to expand the current investigation of alleged irregularities at the GSA
have been approved and i t ' s reported that the office of Special Counsel
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will be adding a number of auditors to the staff. The Office of Special
Counsel was established several months ago when it was discovered that
a number of government contractors and Federal employees were involved
in fraudulent activities involving millions of tax dollars. A major
effort is now underway to uncover all the abuses that may have existed
in the agency and, at the same time, steps are being taken to establish
internal control procedures to prevent the recurrence of similar schemes.
Experienced audit personnel are being engaged to assist in this
effort and anyone wishing to be considered should complete a Federal
government employment application (Form 171) and forward it to the
Office of Personnel (BP) General Services Administration, 18th and F
Streets, N.W., Washington, D.C. 20405. The salary range is from $19,500
to $47,000 depending on individual qualifications and experience.
JUSTICE, DEPARTMENT OF
The National Commission for the Review of Antitrust Laws and Procedures will
hold a public meeting on 12/18/78 in Washington. The purpose of meeting
is to consider the Commission’s final report on antitrust law revision
that will be sent to the President and the Attorney General. The meeting
will be held in Room 2228, Dirksen Senate Office Building.
NATIONAL CREDIT UNION ADMINISTRATION
Insurance coverage for Individual Retirement Accounts (IRA) and Keogh accounts
has been increased by the Administration. Final rules published in the
12/6/78 Fed. Reg., pp. 57140-41 conform Administration regulations with
provisions of the Financial Institutions Regulatory and Interstate Rate
Control Act of 1978 by raising the insurance coverage of IRA and Keogh
accounts from $40,000 to $100,000 per account. The rules also eliminate
the $500 minimum account requirement for a share certificate account of
IRA and Keogh accounts in Federal credit unions. The regulations are
effective as of 11/10/78. For further information contact J. Leonard
Skiles, Deputy General Counsel at 202/632-4870.
RENEGOTIATION BOARD
Two significant amendments to existing regulations are being considered by the
Board. It is studying the adequacy of existing regulations dealing with
allocability and allowability of costs in negotiation in light of recent
experience. The Board is also considering amendments to its Freedom of
Information regulations that would provide contractors with an opportunity
to review financial information filed with the Board which has been
requested by a third party. Comments are being sought on both of these
proposals. For further information contact K. H. Dickinson at 202/2548277 or Val S. McWhorter at 202/254-5973.
SECURITIES AND EXCHANGE COMMISSION
The accounting profession should be given more time to develop its selfregulatory program. That was the conclusion of SEC Commissioner Roberta
Karmel in a speech given on 11/17/78 entitled "Direct and Indirect
Regulation of Accountants by the SEC." "I hope that the SEC will continue
to refuse to recommend legislation or act to supersede or control selfregulation or private sector standard setting. However, such continued
regulatory restraint depends in part on how well accountants respond to
current criticism of this performance", she stated.
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The success of the AICPA's program depends on such concerns as whether
or not all accounting firms auditing publicly-owned companies become members
of the SEC practice section; whether the Public Oversight Board will have
adequate authority over the section and its disciplinary process; and
whether the peer review program will be successful, according to the
Commissioner. In addition to the development of a self regulatory
program, she noted that the profession must take steps to strengthen the
independence of auditors. In this regard, Commissioner Karmel stated
that the SEC may recommend for comment proposals to require a company
to establish an independent audit committee if the profession does not
take steps to reach this goal.
A study of the fees levied by the Commission has been announced. SEC Chairman
Williams has directed the staff to study (1) the purpose of such fees;
(2) the extent to which the fees are burdensome;
(3) the relationship
of burdens and benefits created by the fees; and (4) the relationship
between the size of fees and Commission expenses in rendering services.
Recommendations for any changes in the current fee structure will be
sought. More information is available from and comments should be directed
to: SEC Fee Study, Office of the Executive Director, SEC, 500 N. Capital
Street, N.W., Washington, D.C. 20549.
TREASURY, DEPARTMENT OF
A plan to abolish social security taxes and replace them with a form of
national sales tax has been unveiled by two prominent Congressional taxwriters, Senate Finance Chairman Russell B. Long and House Ways and Means
Chairman A1 Ullman. Sen. Long (D-La) proposed eliminating all social
security taxes and sharply reducing income taxes. He would reduce some
of the revenue loss by establishing a value-added tax which would be levied
on the increase in the value of goods at each stage of production and
distribution. Sen. Long promised to begin an in depth study of the idea
early next year.
In a separate speech, Rep. A1 Ullman (D-Ore) pledged to work with
Sen. Long to develop the value-added tax. He added, however, that a
form of "uniform low-level transaction tax" should only be considered as
a supplement to the present payroll tax finance system for social security.
On other matters, Chairman Ullman indicated he does not expect any broad
tax cuts next year. He again stated that the President's proposal to use
tax credits to insure wage guideline compliance presents problems but that
the Ways and Means Committee will give it "expeditious action".
A survey of foreign portfolio investment in domestic securities as of 12/31/78
is now being conducted by the Department. A report is required to be filed
by every U.S. issuer of securities, unless it is a bank, which, as of the
latest closing date of its accounting records, had total consolidated assets
of more than $50 million. Any firm falling below these levels but with
assets greater than $2 million will be required to file if it has knowledge
of foreign ownership or is contacted by Treasury informing it of foreign
ownership in its securities. Reports must be filed by 3/31/79. Copies of
the forms, (FPI-1 and FPI-2), instructions, and further information can be
obtained from the Foreign Portfolio Investment Project at 202/634-2271.
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Master or prototype employee benefit plans may request an extension of the
plan's remedial amendment period on behalf of all employers who have adopted
the plan but the requests will only be granted in rare and unusual circum
stances except for requests by sponsors who submitted a plan for an opinion
letter during 1977, according to the IRS (see IR-2059, 11/30/78). Under
the Internal Revenue Code, the amendment period is the time during which
a plan may be retroactively amended to comply with the qualification
reqiurements. Extensions will generally be given only to those employers
whose pre-ERISA plan was the sponsor's plan or who adopted a plan of the
sponsor by 6/30/78. Requests by sponsors for extensions should be
addressed to the Commissioner, 1111 Constitution Avenue, N.W., Washington,
D.C. 20224, Attention: E:EP:T.
A new national appeals court to hear tax cases will be proposed by Sen. Edward
Kennedy (D-Mass). According to aide to the Senator, a bill will be intro
duced early next year to establish the court which will hear appeals on
civil tax matters, patent and copyright disputes, and transportation cases.
The court would be designed to ease the present congestion in Federal
circuit courts of appeal and resolving inconsistent rulings by those courts.
The bill is expected to receive swift consideration as Sen. Kennedy will
become chairman of the Judiciary Committee in the upcoming Congress.

For further information contact:
Steven Woolf or Susan Retter
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